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finance. The discount rate of the Bank of France was only second
in importance to that of the Bank of England. But after that
date France was encumbered with what was called a 'limping'
standard. Though the free coinage of silver had been suspended,
and the value of silver in the market fell far below its nominal
coinage price, there remained in circulation a vast mass of silver
five-franc pieces which were still unlimited legal tender. Being
inconveniently clumsy for use as hand to hand currency, these
coins accumulated for the most part in the reserve of the Bank
of France, and the Bank always had the option of redeeming
its notes in these silver tokens in place of gold.1 Paris was not
a perfectly free gold centre, and was handicapped thereby in
competition with London for international business.

London thus became the unchallenged leader in the regula-
tion of credit throughout the world.

The demonetization of silver meant a steady depreciation of
silver in relation to gold. The process was retarded by the
continued use of the existing silver coins in France and other
countries. But the entire world demand for additional metallic
currency was concentrated on gold instead of being divided
between gold and silver. The fall of silver in .terms of gold
was attributable at least as much to a rise in the value of gold
in terms of goods as to a fall in the real value of silver. There
was in fact a persistent fall in the commodity price level from
1873 to 1896, broken only by cyclical rises in 1880-2 and
1889-90.

This persistent fall in the price level was closely associated
with a prolonged trade depression. While it lasted, the cyclical
depressions were relatively long and severe, and the revivals
relatively short and slight. By 1896 the wholesale price index
was more than 40 per cent, below the level of 1873.

The period opened with violent financial crises first in Ger-
many and Austria-Hungary, then in the United States.

The cyclical depression that followed the crises of 1864 and

1 The five-franc pieces were legal tender in the other countries of the Latin
Union, Italy, Belgium, Switzerland, and Greece, but that was not enough to make
them an eligible substitute for gold.